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PRESIDENT'S LETTER
 

I am vel"'{ pleased to present you with the Executive 
SummaI"'{ of Volume 2 of the Economic Impact of 
Franchised Businesses. This report, which was prepared 
by PricewaterhouseCoopers, documents the important 
role the franchising industl"'{ continues to play in the 
U.S. economy. 

In February of 2004, the International Franchise 
Association Educational Foundation released Volume 1 
of the report which documented the economic impact of 
franchising for the year 2001. This unprecedented study 
illustrated the enormous role franchising plays in the 
U.S. economy. Volume 2 updates the results of that 
study for the year 2005. 

In 2005, more than 900,000 franchised establishments 
tJ> 
I ­
::r: generated over $880 billion of direct economic output,.., 
... 
:r: or over 4.4 percent of the private sector economy in the .., 
::r: United States. The franchising industl"'{ provided jobs for 
011 more than 11 million American workers, or just over 8>­a: 
.( percent of all U.S. private sector employment. Including
:E 
:E the additional economic activity that occurs outside of:::> 
tJ> 
w franchised businesses because of franchising activities,
> 
I­
:;) the overall economic contribution of franchised busi­
w 
v 

nesses was $2.3 trillion in 2005, or 11 percent of the U.S>< 
w 

economy. These economic activities provided more than .. 
w 20 million jobs for American workers, over 15 percent 
:E 
:;) of all U.S. private sector employment.... 
o 
> 

From 2001 to 2005, the franchising sector of the economytJ> 
W 
tJ> grew at a faster pace than many other sectors of thetJ> 
W 
Z economy. Franchising now provides more jobs than many
tJ>
 
:;) other sectors of the U.S. economy. For example, franchising
CD 

Cl 
W 
tJ> 

provides more jobs than the durable goods manufacturing 
:r: sector or the financial activities sector of the economy.v 
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IFA~' 
IlITERNATIONAL fRANCHISE ASSOCIATION 

The franchising sector 
expanded by over 18 percent 
from 2001 to 2005, adding more 
than 140,000 new establish­
ments, and creating more than 
1.2 million new jobs. Direct 
economic output increased by 
more than 40 percent from 2001 MATTIlfWR.SHAY 

to 2005, from $624.6 billion to 
$880.9 billion. Including the impact of additional economic 
activity that occurs outside of franchised ses 
because of franchising activities, the fran industry 
added nearly 3 million jobs and over $780 billion of 
economic output to the U.S. economy. 

As you can see in this booklet, in evel"'{ line of busi­
ness, and in evel"'{ state, franchising is a major source 
of jobs and a critical engine of economic growth. 
Much more detailed information can be found in the 
full 600-plus page report, published on the IFA website 
at www.franchise.org. 

The International Franchise Association is proud to 
represent the thousands of franchisors, franchisees, 
and suppliers that make up the franchising industl"'{, 
and that evel"'{ day are providing the products and 
services to millions of our loyal customers - from 
around the corner to around the world. 

Sincerely, 

~~l 
President II International Franchise Association 
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In February of 2004, 
release 
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This Executive Summary pr full 
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Volume 2, prep d by PricewaterhouseCoopers (PwCI, 
for the IFA Ed nal Found ion. The full 600-plus 
page report provides much detail on the findings 
presented in this Executive Su , in lu more 
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States using data for the year 2001. The report, the first 
of its kind, found that franchised businesses generate 
a significant amount of economic activity in the United 
States and that they stimulate still more economic activity 
in non-franchised businesses. 
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EXECUTIVE SUMMARY
 

WHAT HAPPENS IN
 
FRANCHISED BUSINESSES
 

Franchised businesses operated 909,253 estab­

lishments in the United States in 2005, counting
 
both establishments owned by franchisees and
 
establishments owned by franchisors. These
 
establishments amounted to 3.3 percent of all
 
business establishments in the United States.
 
Franchised businesses provided 11.0 million
 
jobs, met a $278.6 billion payroll, and produced
 
$880.9 billion of output.
 

Franchised businesses accounted for 8.1 percent 
of all private sector jobs, 5.3 percent of all private­

tJl sector payroll, and 4.4 percent of all privateI­
:c.., 

sector economic output in 2005.... 
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JOBS 11,029,206 8.1% 20,974,636 15.3%l­
v 
~ 
0­
:E 

v 
PAYROLL ($ billions) $278.6 5.3% $660.9 12.5% 

:E 
o 
z 
o OUPUT ($ billions) $880.9 4.4% $2,306.8 11.4% 
v 
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ESTABLISHMENTS 909,253 3.3% NA NA 



To indicate economic size in a different way, 
franchised businesses provided more jobs in 
2005 than all manufacturers of durable goods, 
such as computers, cars, trucks, planes, 
communications equipment, primary metals, 
wood products, and instruments. 

DIRECT EMPLOYMENT II BY ECONOMIC SECTOR 
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Thes lustrate significant growth 
since 2001 number of franchised 
establishments in .S. grew at an average 
annual rate of 4.3 ent between 2001 and 2005. 
The numb franchised ses grew 
at an average annual rate of 3.0 over the 
same period. Payroll and output of franchised 

businesses grew at 5.0 percent and 9.0 percent 
per year, respectively, since 2001. 

til 
I ­
::c.., 
... 
::c.., 
::c 
011 
> 
IX 
« 
::E 

til 
W 
til OUTPUT ($ billionsl $624.6 $880.9 41.0% 9.0%til 
W 
Z 

til 
:::l ESTABLISHMENTS 7 909,253 18.5% 
113 

CI 
W 
til 

::c... 
z 
« 
IX .... 
.... 
o 
I ­
u 
« 
D. 
::E 

... 18,121,595 20,974,636 15.7% 3.7% 
::E 
o
 
o
Z 

PAYROLL ($ billionsl $506.6 $660.9 30.5% 6.9%
... 
w 

OUTPUT ($ billionsl $1,525.3 $2,306.8 51.2% 10.9% 

5.0% 

11,029,206 

$278.6 

9,797,117 

$229.1PAYROLL ($ billionsI 

JOBS.. 
w 
::E 
:::l... 
o 
> 

::E 
:::l 
til 

W 
> 
I ­
:::l... 
W 
>< 
W 

JOBS
 



FR ED BUSINESS 
GROWTH COMPARED TO ALL 
BUSINESSES II 2001-2005 

From 2001 to 2005, the franchising sector 
expanded at a faster pace than many other 
sectors of the U.S. economy. Direct economic 
output of franchised businesses grew by over 
41 %, from $625 billion to $881 billion, while 
economic output of all businesses grew by 
26%, from $16 trillion to $20.1 trillion. 

Employment gener s 
grew by 12.6%, fro 
while employment genera 

I­grew by 3.5%, from 1 
1/1

:z:: 
l:> 

Payroll generated by f usinesses grew ::::i 
:z:: 

21.6% compared to 15.4% for all businesses. The l:> 

:z:: 
number of franchised establishments grew by fI/l 

>­
18.5% compared to 15.9% for establishments D:

< 
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created by all businesses. 2: 
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DIRECT ECONOMIC IMPACT OF FRANCHISED BUSINESSES COMPARED TO All BUSINESSES 1/1 

II 2001-2005 

JOBS 

PAYROLL ($ billions) 

OUTPUT 

ESTABLISHMENTS 

9,797,117 132,040,682 11,029,206 

$229 $4,567 $279 

$16 tri 

767,483 24,074,800 909,253 
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WHAT HAPPENS BECAUSE 
OF FRANCHISED BUSINESSES 

The economic impact of franchising goes beyond 
activities inside franchised businesses, because 
their purchases of products and services and the 
personal purchases of their owners and workers 
contribute to the growth of non-franchised 
businesses. Asa. result of these spillover effects, 
the total impact of franchising was to provide 
21.0 million jobs 115.3 percent of all private-sector 
jobs) and $660.9 billion of payroll (12.5 percentof 
all private-sector payroll)in 2005. Output produced 
because of franchised businesses grew from 
$1.5 trillion in 2001 to more than $2.3 trillion in 

tJl 
t­
::r: 2005; an average growth of 10.9 percent per year..., 
... In 2005, output produced because of franchised::r:.., 
::r: businesses accounted for 11.4 percent of all 
all private-sector output.> 
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PREVALENCE OF BUSINESS 
FORMAT FRANCHISING 

Business format franchising was more preva­
lent than product distribution franchising in 
2005, accounting for about 5.7 times as 
establishments and nearly 4.5 
jobs. Business format c nerated 
2.9 times the payr times as 
much economic output distribution 
franchises. Franc . st (73 per­
cent) of the t operated 
under a business ormat franchise. 
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JOBS 7,787,454 9,017,267 3.7% 

PAYROLL 1$ billions) $162.9 $206.9 6.2% 

OUTPUT 1$ billions) $665.3 44.6% 9.7% 

III 
I­
::c 
I:> ... 

ESTABLISHMENTS 622,272 773,436 24.3% 5.6% 

::c 
I:> 

::c 
til 

>­
III: 
c( 

:IE JOBS 14,161,252 16,529,145 16.7% 
:IE 
:::l 
III ... 
> 

PAYROLL 1$ billions) $478.4 29.5% 6.7% 
I­
:::l 
IJ... 
><... 

OUTPUT 1$ billions) $1,749.7 11.0% 

0 
> 
vi... JOBS 2,009,663 2,011,938 
til 
III... 
z PAYROLL 1$ billions) $66.2 $71.7 8.4% 
III 
:::l 
1lI 

Q ... OUTPUT 1$ billions) $164.6 $215.6 
III 

::c 
IJ 
z ESTABLISHMENTS 135,a17 -1.7% 
c( 
III:... ... 

... ... 
:IE 
:::l... 

0 
l­
v 
c( 
Q. 

! 
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:IE 
0 
z 
0 
v... 

JOBS 

PAYROLL ($ billions) 

3,960,343 

$137.2 

4,445,491 

$182.5 

12.3% 

33.0% 

2.9% 

7.4% 

OUTPUT ($bilHons) $374;2 $557.1 48.9% 



DIRECT IMPACTS OF FRANCHISED BUSINESSES II BY LINE OF BUSINESS II 2005 

Automotive 175,858 $5.2 $25.3 

Commercial & Residential Servic 45 $12.1 

Quick Service Restaurants 3,153,207 $34.2 $152.1 167,578 

Table/Full Se urants 1,045,522 $13.5 
III 
I­
:c 
I:lFood Retail 779,360 $14.0 ... 
:c 
I:l 

:c$12.3 
oil 
>­a: 
-e$6.0 :E 
:E 
;:) 
III 
w$11 
> 
I­
;:) 
v 
wBusiness Services 1,347,750 $60.9 
>< 
w 

Personal Services 937,853 .. 
w 
:E 
;:) ...TOTAL 9,017,267 $206.9 0 
> 
vi 
W 
III 
III 
W 
Z 

III 
;:) 

lD 

Q 
w 
III 

:c 
v 

Real 

30,014 

$26.3 

$96.1 

$665.3 

$63.2 

$7.9 $40.0480,239 z 
-e 
a:... ...Beverage Bottling 24,084 $0.7 $13.3 2,853 0 
l­
v 
-e 

! 
0..TOTAL 2,011,938 $71.7 $215.6 135,817 

:E 
0 
z 
0 
v 
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11,029,206 
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DIRECT CONTRIBUTIONS OF BUSINESS FORMAT FRANCHISES /I BY LINE OF BUSINESS 

JOBS 1,338,586 1,347,750 0.7% 0.2% 

PAYROL $53.8 $60.9 13.2% 3.2% 

OUTPUT ($ billionsl 

ESTABLISHMENTS 

III ... 
:r: 
I:> 

...l 
:r: 
I:> 

:r: 
011 
>­
Ill: 
c( 

:E 
:E 
:::l 
III ... OUTPUT ionsl 
> ... 
:::l 
u... ESTABLISHMENTS 
><... 
.. ... 

PAYROLL ($ billionsl 

753,793 

$26.2 

937,853 

$37.1 41.4% 

:E BUSINESS FORMAT FRANCHISING:::l 
...l 
o 
> Automotive. Includes motor vehicle parts and supply stores, tire 
III... dealers, automotive equipment rental and leasing, and automotive 
III ...III repair and maintenance 
Z 

III Commercial and Residential s. Includes building,
:::l 
a:l developing, and general contra avy construction; special 
Q 
W trade contractors; facilities support services; services to buildings 
III and dwellings; and waste management and remediation services 
:r:: 
u 
Z Quick Service Restaurants. Includes limited-service eatingc( 
Ill:... places, cafeterias, fast-food restaurants, beverage bars, ice ... cream parlors, pizza delivery establishments, carryout sandwich o ... shops, and carryout service shops with on-premises baking of 
u donuts, cookies, and bagelsc( 
Q. 

::E 
Table/Full Service Restaurants. 

~ 
::E 
o Retail Food. Includes food and beverage stores, conveniencez 
o 
u stores, food service contractors, caterers, and retail bakeries 
W 

25.8% 5.9%
 

20.6% 4.8%
 

53.8% 11.4% 

40.1% 8.8% 

Lodging. Includes hotels, motels, and other accommodations 

Real Estate. Includes lessors of buildings, self-storage units, and 
other real estate; real estate agents d brokers; and property 
management and other related s 

Retail Products and Services. Includes furniture and home 
furnishings stores, electronics and ce stores, building 
material and garden equipment and dealers, health and 
personal care stores, clothin a al merchandise stores, 
florists and gift stores, rentals, photographic 
services, and book and 

Business Services. Includes printing, business transportation, 
warehousing and storage, data processing services, insurance 
agencies and brokerages, office administrative services, 
employment services, investigation and securi " tax 
preparation and payroll services, and heavy eq leasing 

Personal Services. Includes educational services, health care, 
entertainment and recreation, personal and laundry services, 
veterinary services, loan brokers, credit intermediation and 
related activities, and personal transportation 

$119.8
 

160,108
 

$62.5
 

54,826
 

$150.7
 

193,063
 

$96.1
 

76,824
 



UCT DISTRIBUTION FRANCHISING 

tive and Truck Dealers. 

Gasoline Service Stations. 

Beverage Bo k and bottled water 
manufacturin , holesalers, 
and beer, wine, and liquor stores 



-------------------------------------------

Among business format franchises, Business 
Services had more establishments and generated 
a greater portion of payrolls than other business 
categories. Quick service restaurants provided more 
jobs (35%) and generated more economic output 
(22.9%) than other business categories. Business 
Services and Personal Services were next in terms of 
economic output, with 22.7% and 14.4% respectively. 

Among product distribution franchises, Automotive 
and Truck Dealers provided the_ most jobs and the 
greatest payroll. 

4.6% 

4.9% 7% 
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BUSINESS FORMAT FRANCHISES II BY LINE 
OF BUSINESS 

PAYROLL 

BUSINESS FORMAT FRANCHISES LINE 
OF BUSINESS 

OUTPUT 

BUSINESS FORMAT FRANCHISES II BY LINE 
OF BUSINESS 

ESTABLISHMENTS 4.4% 4.6% 



of State pay 

FR CHIS BUSINESSES IN 
STATES AND CONG NAL 
DISTRICTS 

Franchised businesses operate in all 50 States,
 
the District of Columbia, and in every Congressional
 
District. Below is a key for States with the
 
amount of nomic act to fra
 
businesses.
 

•
 
greatest in California,
 

• Relative to the size of the s ide economy,
 
franchising had the greatest impact on jobs and
 

Jobs and payrolls in franc 

IIIpayrolls in Nevada, New Mexico, Arizona, and ... 
::c 
I.!>Mississippi. ...::co 
I.!>II Franc' accounted for the largest share 
::c 
olI 
>­

in Nevada, Arizona,and Florida. 
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DIRECT AND TOTAL CONTRIBUTIONS OF FRANCHISED BUSINESSES BY STATE
 
II ESTABLISHMENTS, JOBS, PAYROLL AND ECONOMIC OUTPUT II 2005 

328,908 

Minnesota 17,952 227,244 $6,007.7 $18,208.9 $47,788.4 

Mississippi 10,279 123,203 $2,356.7 $8,010.4 48 $5,224.4 $19,333.6 

Missouri 20,957 257,311 $6,255.6 $19,319.1 500,140 $15,096.8 $51,808.4 
11\ 
I­
:c 
\l)Montana 3,478 34,938 72.1 66,509 $1,637.1 $6,327.4 ... 
:c 
\l)

82,392 $1,829.6 $5,880.4 156,671 :c .. 
Ill:$4,077.2 267,971 >0­Nevada 8,184 
-a: 
:E 
:ENew Hampshire 4,234 49,404 $1,368.4 96,695 $3,213.5 $11,198.7 ::) 
11\ 

UI 
>New Jersey 20,636 246,732 $7,914.9 $24,648.1 475,326 $18,719.0 $63,970.3 
I­
::) 
v 
UINew Mexico 5,968 75,057 $1,579.3 $5,021.3 147,500 $3,895.3 $13,659.9 >< 
UI 

New York 40,579 432,387 $12,581.3 $40,346.6 842,500 $111,307.7 .. 
North Carolina 28,693 349,019 $8,026.2 $26,118.1 

North Dakota 2,348 28,206 $588.3 $1,935.0 

Ohio 34,941 473,421 $10,777.4 $33,918.7 

0 rna 12,660 146,685 $3,014.1 $9,453.9 

Oregon 12,588 132,483 $3,414.6 $10,215.2 

Pennsylvania 35,735 426,740 $10,982.4 $34,887.4 
II. 

Rhode Island 3,077 35,860 $870.2 $2,779.3 64,269 $1,896.2 $6,616.4 l-
0 

v 
-a: 

South Carolina 15,063 181,813 $3,794.7 $12,318.3 328,298 $8,416.8 $30,120.4 Il. 

! 
v 
:ESouth Dakota 3,204 36,997 $779.6 $2,465.6 69,674 $1,815.5 $6,314.3 0 
z 
0 

UITennessee 21,562 270,085 $6,388.5 $20,941.0 510,050 $15,078.1 $54,278.6 v 

-.-Texas 71,219 861,548 $21,250.5 $68,785.6 1,585,513 $48,757.3 $176,235.3 

UI 

$17,946.9 
:E 
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Vermont 1,982 19,167 $462.5 

Virginia 26,028 336,901 $8,595.6 

Washington 18,741 203,194 $5,399.4
III .... 
::t: 
\.!) West Virginia 5,595 66,610 $1,219.2... 
::t: 
\.!) 

Wiseo 17,438 $5,295.5::t: 

oil 
>a: Wyoming 2,091 21,924 .8 
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$1,492.3 38,227 $1,077.2 $3,770.5 

$26,807.6 627,460 $20,235.9 

$1 378,611 $42,774.3 

$4,353.8 116,882 $2,613.8 

$880,914.7 20,974,636 

METHODOLOGY 

The key economic measures in this study are: employment 

(jobs), payroll, output, and establishments. Total employment, 

payroll, and establishment values were obtained at the county 

level from two databases: County Business Patterns and 

Nonemployer Statistics. Output values were obtained from 

IMPLAN at the national and State levels and were differen­

tiated by type of ownership. Data about franchising were 

obtained from two data sources: O&B MarketPlace aVO-ROM 

and a Survey of IFA members. The main databases used for 

the study contain information down to the county or county­

like unit level within each state. How these databases were 

used, how franchise business categories were mapped to 

NAICS categories, and how county-level data was reported 

for use in the study is explained in a detailed methodology 

section in the full report. 

.1 



I I 

AB ATIONAl 
FRANCHISE ASSOCIATION 

The International Franchise Association, the world's oldest 

and largest organization representing franchising, is the 

preeminent voice and acknowledged leader for the industry 

worldwide. Approaching a half-century of service with a 

growing membership ofmore than 7,300 franchise systems, 

70,000-plus fra nd more than 500 firms that supply 

goods and services to the industry, IFA protects, enhances 

otes franchising by advancing the values of 

integrity, respect, trust, commitment to excellence, honesty 

and diversi . rmation, visit the IFA website 

at 

The terms "franchising" and "franchise" are often used 
interchangeably to mean a business, a type of business, 
or an industry. Strictly speaking, the "franchise" is the 
agreement or license between two parties which gives 
a person or group of people Ithe franchiseel the rights 
to m duct or service using the trademark and 
oper s of another business Ithe franchisorl. 
The franchisee has the obligation to pay the franchisor 
certain fees and royalties in exchange for these rights. 
In this sense, franchising is not a business or an 
industry, but it is a way of doing business. 

This research study is focused on two types of fran­
chises - product distribution franchises and business 
format franchises. 

Product distribution franchises sell the franchisor's 
products and are supplier-dealer relationships. In 
general, the franchisor licenses the use of its trademark 
to the franchisee but may not in all cases provide the 
franchisee with a system for running its business. 
Examples of product distribution franchises are soft drink 
distributors, automobile dealerships, and gas stations. 

ABOUT THE IFA E
 
FOUNDATION
 

The IFA Educational Foundation serves as the research 

and education arm of the International Franchise 

Association. The Foundation is a 507 (c) (3) non profit 

organization and donations are tax deductible. The 

Foundation conducts research to expand the knowledge 

and awareness of franchisin 's role in the economy; 

provides 

developm 
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>­Business format franchises not only sell the franchisor's Ill: 
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product or service, with the franchisor's trademark, but :E 
:E 

operate the business according to a system provided by	 :::l 
11\ 
III

the franchisor. The franchisor pro ides training, marketing > 
~ 
:::lmaterials, and an operations the nchisee. ... 
III 
><There are many examples	 hises, III 

including - quick service ... 
IIIservices, lodging, real estate agent, stores, :E 
:::l

and tax preparation services, to name a few. The .... 
o 
>International Franchise Association represents business 
11\ 

11\ 
11\ 

format franchising.	 
III 

III 
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11\anc:hise company Ifr isorl will have 
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that are operated by franchisees as 
CD 

CI 
III 
11\well as esta hments that are operated by corporate 
::c...employees. Over three quarters of franchised establish­ z 
-< 
Ill:ments are owned by franchisees. The remainder are ... ...

owned by the franchisor. In the study, figures for	 o 
~ 

"franchised businesses" include franchisee-owned ... 
-< a. 

and franchisor-owned establishments.	 :E 

... 
:E 
oFor more information about franchising, please visit 
Z 
o...the IFA Web site at www.franchise.org.	 
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INDUSTRY CATEGORIES
 

FRANCHISE OPPORTUNITIES II BY INDUSTRY CATEGORY
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